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Results Review Etisalat Q1 2011 Results, Yy

Maintain Outperform, Reduce TP AED 12.80, 22% Upside

e [Ftisalat reported Q1 2011 results with net income of AED 1,817mn (-10.3% qoq,
-8.9% yoy), 7.6% below our expectations and 4.8% below BBG consensus, with a
net income margin of 22.6%, down from 23.5% in Q4 2010 and marginally below
our net income margin forecast of 23.3%

e Revenues grew yoy but fell qoq to reach AED 8,040mn (-6.6% qoq, +2.1 yoy),

Rating: Outperform 4.8% below our expectations and 2% below consensus, with revenue split of 77.3%
from the UAE operations and 22.7% from international operations.

e EBITDA grew on a quarterly basis to AED 4,109mn (+3% qoq, -4.8% yoy), with
an EBITDA margin of 51.1% in line with our estimate of 51.4%, but in absolute
terms were -5.4% below our expectations as a result of weaker than forecast
revenue.

e FEtisalat continued with its investments in UAE FTTH, UAE LTE and also abroad
with capex of AED 1,113mn, giving capex/sales of 13.8% for Q1 2011.

e UAE mobile subscribers fell by 334,000 in Q1 2011 to 7.43mn.

e UAE internet subscribers increased by 20,000 to 1.4mn (+5.8% qoq, +1.4% yoy),
including 220,000 elife customers and 490,000 broadband subscribers, whilst UAE
fixed line subscribers declined by 107,000 to 1.13mn (-8.6% qoq, -13.1% yoy).

e The UAE remains FEtisalats key market, contributing 77% of revenue, 91% of
EBITDA and 93% of net profit in 2010. Within the UAE mobile is the key
segment contributing 45% of UAE revenue in 2010. The large fall in mobile
subscribers in Q1 2011 we believe indicates that du is gaining substantial traction in
this key segment, resulting in lower EBITDA and net income margins for Etisalat
from the UAE going forward.

Etisalat

e Near term catalysts of mobile number portability and the unbundling of the local
loop are expected to benefit du more than Etisalat. Although international
operations are growing at a far faster rate than UAE operations, the growth is not
enough to offset the slowdown of UAE operations. Mobily and Etisalat Misr
continue to perform well. However, Indian operations, which should have helped
drive revenues over the medium term are currently contributing minimal revenues
(AED 2mn in 2010) but are incurring costs (-AED278mn EBITDA contribution in
2010). As international operations continue to contribute a greater proportion to
overall results, we expect EBITDA and net income margins at a group level to
decline as international operations have lower margins compared to UAE

Irfan Ellam operations.
T+971 4 360 11 53 e We maintain our Ouwsperform rating on Etisalat but revise our target price down by
irfan.ellam@almalcapital.com 15% to AED 12.80 from AED 14.66, giving 22% upside from the current price.
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